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REQUEST FOR PROPOSALS

1. SCOPE: This Request for Proposals (“RFP’) describes the services requested from Suppliersto
provide approximately 300 MW , depending on the characteristics of proposed projects, of quick
gtart capacity in Southwest Connecticut (“SWCT”), through generation resources, demand
response resources, or peak-load reducing Conservation and Load Management (“C&LM”)
projects for a contract term of up to four years with an option to extend for one year.

2. DEFINITIONS: Capitaized terms used but not defined in this RFP are intended to have the same
meaning given to such termsin Section 1 and Appendix E of Market Rule 1.

3. OVERVIEW: 1SO New England Inc. (“ISO-NE"), is a not-for-profit, non-stock Delaware
corporation responsible for directing the operation and control of New England’ s bulk power
system, adminigtering the region’ s wholesale dectricity marketplace and the New England Power
Poal’s (“NEPOOL’S’") Open Access Transmission Tariff (“OATT”), and isa public utility subject
to regulation by the Federd Energy Regulatory Commission (“FERC”).

| SO-NE is seeking, on behdf of the NEPOOL market participants, to improve system rdiability
within SWCT at times of peak loads through the ingtallation of additiona generating capacity and
identification of load reduction resourcesin conjunction with the ISO-NE L oad Response Program
(“LRP”). The NEPOOL Manud that specifies the details of the LRP in New England is attached to
this RFP as Appendix A. SWCT is defined asthe 54 towns listed in Appendix B. Pursuant to
certain planning studies, | SO-NE has identified concerns regarding dectric tranamisson rdiability in
the SWCT region. Under certain conditions, the electric load in the SWCT region could exceed the
ability of the eectric generating resources in the region, and the available transmission capacity to
import eectric energy into the region, to supply load. In these conditions, the generation and
tranamission within the region may not be able to supply the dectric load without overloading lines
or causng low voltages. The problem is particularly acute in the 16 preferred towns listed in
Appendix B. Resources sited in these towns can address the rdliability problem within the sub-
region as well asthe balance of SWCT.

4. OBJECTIVE OF THE REQUEST FOR PROPOSALS: The objective of thisRFP isto sdlicit,
evauate, and sdect proposas, through a competitive solicitation process, from RFP respondents
(“Bidders’) that can offer resources that will reduce the probability of involuntary load shedding in
SWCT at aprice that minimizes total expected cost while ensuring rdiability in the region.
Resources can be made available as early as June 1, 2004. Proposalswill be considered for new
resources available through May 31, 2009. Resources digible to provide this service are (i)
incremental cgpacity cgpable of 10-minute or 30-minute dispatch response (“quick start capacity”)
through ingtdlation of capacity at new Stes or incrementa quick-start capacity ingtaled at existing
generaing resourcesin SWCT, (ii) customer load reductions through firm load curtailments capable
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of 10-minute or 30-minute digpatch response digible to participate in the existing LRP, (iii) quick
dart emergency generation digible to participate in the LRP, and (iv) C&LM projectsthat result in
permanent load reductions during the on-peak periods defined in Section 6.4. Resources will be
compensated under this RFP based on fina negotiated bid prices and not through an auction
mechanism.

. RESERVED RIGHTS AND LIMITATIONS: 1SO-NE reserves the right to withdraw this RFP at
any time and to accept or rglect any or al proposas received as aresult of this RFP.

This RFP does not commit 1SO-NE to award a contract or to be responsible or liable in any
manner for any risks, costs or expenses incurred by any Bidder in the preparation of aproposa in
response to this RFP or any revision of such a proposal.

. SERVICES REQUESTED:

6.1. Capacity Requirements. 1SO-NE is seeking approximately 300 MW of firm emergency load
reduction, supplementa generation, or pesk-load reducing C&LM projects to mitigate the
potentid rdiability problemsin SWCT during pesak load conditions in that area.

6.2. Term of Purchase: 1SO-NE is seeking proposals for aperiod of up to four years with an
option for ISO-NE to extend for one additiond year. Purchases will commence on or about
June 1, 2004. Bidders can offer pricing for partid or full amounts of capacity, for sngle or
multiple year contract terms and need not be available for the gtart of, or the full duration of,
the supply period.

6.3. Eligible Resources. Five types of resources are qualified to provide the service contemplated in
this solicitation. These resources are (@) new quick-start peaking capacity, (b) incrementa
quick-start capability at existing resources, (¢) demand response resources cagpable of 10-
minute or 30-minute dispatch response and digible to participate in one of the LRP programs
that provides for Ingtaled Capacity (“1CAP’) credit, (d) emergency generators capable of 10-
minute or 30-minute digpatch response and digible to participate in one of the LRP programs
that provides for ICAP credit, or (€) C&LM projects that result in permanent load reductions
during on-pesk periods defined in Section 6.4. Existing capacity and C&LM projects are
prohibited from providing the services contemplated in this RFP.

6.4. Form of Service: A Bidder chosen to provide service pursuant to this RFP (a* Supplier”) will
be responsible for activating load reductions or operating quick-start peaking capacity pursuant
to digpatch ingtructions issued by 1ISO-NE. For demand response resources, the minimum run
timeistwo hours. Services are required, at a minimum, during onpeak hours, defined as 7:00
am to 6:00 pm Monday through Friday on non-holidays. For generation resources, the
minimum run timeis one hour. Services are required, at aminimum, during onpeak hours,
defined as 7:00 am to 10:00 pm Monday through Friday on non-holidays. For C& LM
projects, the Supplier must demonstrate resource availability to reduce load coincident with
on-peak hours, defined as 7:00 am to 6:00 pm Monday through Friday on non-holidays.
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6.4.1. New Peaking Capacity: New quick-sart peaking generating units that can be sted and
interconnected to the grid before May 31, 2008 are considered eligible resources.
Resources which have not yet submitted an interconnection gpplication or which are not
otherwise accounted for in ISO-NE'’ s planning process are considered dligible
resources. New peaking generating units are not required to enroll in the LRP and will
be treated as ordinary generating assets for the purposes of energy bidding and
digpatch. Resources not enrolling as an emergency generator through the LRP must be
dispatchable by ISO-NE. The units must have a minimum capacity rating of 100 kW
and meset gpplicable interconnection standards. Units having a capacity rating greater
than 5 MW must comply with the interconnection process required by Section 18.4 of
the Restated NEPOOL Agreement. 1SO-NE will expedite any studies required to
ascertain if the proposed resource meets the interconnection standard requirements.
Bidders must begin discussions with 1SO-NE on the interconnection process as soon as
possble. The Bidder is soldly responsgible for obtaining the required environmenta
permits and satisfying al gpplicable regulatory requirements.

Fully environmentaly permitted resources must offer energy in the Day-Ahead and
Red- Time Energy Markets as ordinary generating assets and may be digible to set
Locationd Margind Price in accordance with Market Rule 1. In addition, these units
must be listed as | CAP resources and are required to participate in the ICAP market.!
These resources will count toward meeting any local ICAP sourcing requirement.

Resources with emergency-only environmenta permits will be required to enrall in the
LRP as described in Section 6.4.3.

Guiddinesto asss Bidders in evauating permitting requirements and identifying the
types of facilities and Stes digible for expedited permitting treetment are contained in
Appendix C.

6.4.2 Incrementd Exiging Capacity: Although exiding quick-start capacity is not digible to
provide the services contemplated in this solicitation, increased capability from existing
resources that meet the quick-start peaking requirements are digible to participate.

Incrementa existing quick-start capacity is not required to enroll inthe LRP. The
incremental increase in cgpacity inddled a an existing resource must be measured and
validated in accordance with the provisions of NEPOOL Manua 20 (ICAP). For
purposes of measuring and vaidating incrementa capacity, the basdine shal be the
summer peek rating of the resource as demonstrated in the summer prior to the
indalation of the incrementa capacity increase. Theincrementd capability would be
the difference between the summer ratings in the year before and after the installation.
Incrementd capacity resources must offer energy in the Day-Ahead and Redl- Time
Energy Markets and may be ligible to set Locational Margina Price in accordance

! For purposes of this RFP, the ICAP market includes any successor capacity market mechanism, including but not
limited to alocational |CAP market mechanism.
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with Market Rule 1. In addition, incremental capacity resources are required to
participate in the ICAP market. These resources will count toward meeting any loca
|CAP sourcing requirement.

6.4.3. Load Response Resources. When requested by |SO-NE, load response resources will
be required to reduce load within 10 or 30 minutes, as gpplicable to the resource type,
in accordance with the program parameters described above and the LRP Manual.
Load will be reduced by the accepted bid amount at a price in accordance with the
LRP. Load curtailments may include suspension of process operation, lighting
reductions, and suspension/reduction of ar conditioning load. Basdoad set points and
load reductions will be verified through the gpplicable metering and verification
provisons of the LRP. The minimum load reduction at each site will be 100 kW. Load
response resources must enroll in an LRP program that provides ICAP credit in order
to provide the services contemplated in this RFP.

6.4.4. Emergency Generators. Emergency generators will be required to respond to Dispatch
Ingtructions within 10 or 30 minutes by the accepted bid amount at apricein
accordance the LRP. The minimum load reduction at each site will be 100 kW. The
emergency generators may operate in nornsynchronous or synchronous mode with no
export to the transmission grid. These generators must enroll in an LRP program that
provides for ICAP credit.

6.4.5. C&LM Projects. Eligible C&LM projectswill be required to demondrate availability
to reduce loads during on-peak hours. These projects will be required to demonstrate
that actua |oad reductions were coincident with ISO-NE' s requested |oad reductions
from Demand Response Resources as described in Section 6.4.3. Additiondly, any
C&LM project proposed in response to this RFP must pass a cost/benefit test
developed by the Connecticut Department of Public Utility Control (“CTDPUC”)
specificaly for this RFP as shown in Appendix D. Eligible C&LM projects may
include, but are not limited to, permanently ingtdled retrofits to lighting, motors,
refrigeration, HVAC, and controls. The minimum load reduction for each asset will be
100 KW. Availability during onpesak periods can be demonstrated through the use of
hourly consumption and/or equipment operating data as per a monitoring and
veification plan approved by ISO-NE. Coincident on-peak reductions will be verified
through the use of interva dectric meters or dternative metering and verification plans
approved by 1SO-NE.

6.5. Payments. Payments to a Supplier for the services provided pursuant to the RFP will be
comprised of the final negotiated monthly capacity payment, net of any revenues received in the
ICAP market based on the price at which ICAP load shifting is settled. If ICAP revenue
exceeds the gpplicable monthly capacity payment, the resource will receive only ICAP revenue
due instead of the monthly capacity payment. Resources may retain any non- I CAP market-
related revenues due them for other market products (such as energy) provided. All payments
will be made monthly through the ISO-NE settlements system directly to the NEPOOL
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6.6.

Participant or sponsor, as applicable.  Paymentsto individua eectric cusomers will be made
in accordance with the agreement between the sponsoring NEPOOL Participant and the
individua dectric cusomer.

6.5.1. Other Market Revenues. Load response and emergency generator resources may
recelve payment for energy in accordance with the LRP. New and incremental peaking
capacity may receive revenue for energy in accordance with Market Rule 1 and Manud
28. C&LM projects generaly would not be digible for energy payments under Market
Rule 1.

Metering and Verification: For resources enrolled in the LRP, metering and verification will be
conducted in accordance with NEPOOL Manua LRP. An Internet-Based Communication
System (“IBCS’) through an 1SO-NE approved provider and either an interva meter an 1SO-
NE gpproved metering and verification plan are required. C&LM projects will require
metering and verification in accordance with the LRP manud or as otherwise approved by

I SO-NE to demondtrate load reductions coincident with 1ISO-NE’ s operation of demand
response resources. In addition, C& LM projects are required to submit detailed monitoring
and verification plans consstent with the Internationa Performance & Verification Protocol
(Revised March 2002) to demondtrate both availability and performance of on-peak load
reductions. For new and incremental pesking capacity, metering and verification will be
conducted in accordance with the provisions of NEPOOL OP-14, Section B. No red-time
telemetering is required unless mandated by an interconnection agreement.

7. BIDDER REQUIREMENTS: Provided below is a summary of the requested information. To

amplify the evauation process and to dlow for an accurate comparison of proposals, 1ISO-NE is
requiring Bidders to submit their responses in tabbed form and in the following order:

7.1

7.2

SCHEDULE 1 - BIDDER BACKGROUND: Proposas must include a brief description of
the Bidder; its purpose, legd status (e.g., sole proprietorship, partnership, limited partnership,
joint venture, or corporation), date of establishment, state of incorporation, residency, or
organization; alist of its affiliates; and aprincipa contact person. To be consdered digible to
participate in this RFP, the Bidder must be aNEPOOL Participant. Non-Participants,
including end users, can participate by making appropriate arrangements with a NEPOOL
Participant.

SCHEDULE 2 - FINANCIAL VIABILITY: ISO-NE requires that the Supplier bea
financidly stable and viable entity. A Supplier will be required to provide aletter of credit,
corporate guarantee, or satisfy the requirements of the NEPOOL Financid Assurance Policy.
Proof of compliance with this requirement must be received by the ISO-NE no later than seven
calendar days after written notification of awinning bid. Proposas must provide information on
the Bidder’ sfinancia status (bond rating, 2002 annud report and any available information
regarding 2003 financid performance) and the type of financia assurance that will be used to
satisfy the above requirements.
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7.3. SCHEDULE 3 - RESOURCE INFORMATION: Bidders must describe their resource
attributes by completing the form shown in Appendix E. In addition, Bidders must provide a
description of the permit status, interconnection details, and dl pertinent air emissons and other
permit information.

7.4. SCHEDULE 4 — PROPOSAL PRICING: Bidders must specify pricein theform of a
monthly capacity payment. Bidders must also specify the proposed resource type, kW
amount for the full capacity amount or partid amounts of capacity. Bids associated with
generaing resources must aso provide a unit heat rate and other technica information to alow
an expected energy price to be derived for evaluation purposes. Bidders should usethe pricing
tables included as Appendix F for each year that prices are proposed.  While abid must
include a pricing structure in accordance with the provisions of this section, a Bidder may aso
propose dternative pricing structures which the 1SO, in its sole discretion, may evauate.

7.5. SCHEDULE 5 - ACCEPTANCE OF THE MODEL CONTRACT: ISO-NE seeksto
expedite the contract negotiation process and commence the procurement of the services
described in this solicitation. Bidders are required to clearly indicate any exceptionsto the
language contained in the model contract, attached as Appendix G and propose dternative
contract language for evaduation. 1SO-NE will give preference to proposds that do not take
exceptions, or propose modifications, to the model contract.

7.6. SCHEDULE 6 - LITIGATION, PENALTIES, AND DEFAULTS:. Bidders shdl providea
description of any and al indictments or pending litigation by any foreign or domestic federd,
date, or locd jurisdiction relating to the company, any officer, director, partner or member
thereof, any affiliate or related entity. In addition, Bidders shall provide a detailed description
of any dtuation in which the Bidder (either done or as part of ajoint venture), or asubsdiary
of the Bidder has been determined in writing by a court or arbitration panel to have breached
or defaulted under any agreement related to the provision of services amilar to those described
in this solicitation, including any financing agreements, and the resolution of such breach or
default.

8. INSTRUCTIONS TO BIDDERS

8.1. Schedule of the Process. The solicitation and evauation processis as follows:

RFP Issued December 1, 2003
Receipt of Proposas January 7, 2004
Bid Evduation/Contract Negotiations Month of January
Winning Bidder(s) Sdlected February 16, 2004
Service Commences June 1, 2004

8.2 Supplier Solicitation Questions: All inquiries pertaining to the RFP or the solicitation process
shdll be directed to ISO-NE s Officia Contacts. The Officid Contacts for this solicitation are:
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Mr. Mark Karl Ms. Danidle Powers

Manager, Markets Design Principa Andyst

SO New England Inc. SO New England Inc.

1 Sullivan Road 1 Sullivan Road

Holyoke, MA 01040 Holyoke, MA 01040

Phone: 413-535-4420 Phone: 413-535-4168

Fax:  413-540-4226 Fax:  413-540-4226

E-mal: mkarl @iso-ne.com E-mall: dpowers@iso-ne.com

Quedtions involving permitting requirements should be directed to the Connecticut Siting
Council or the Connecticut Department of Environmental Protection to the contacts below:

S. Derek Phelps, Executive Director
Connecticut Siting Council

Ten Franklin Square

New Britain, CT 06051

(860) 827-2935

Nicole Lugli

Office of the Commissioner

Connecticut Department of Environmenta Protection
79 Elm Street

Hartford, CT 06106

(860) 424-3001

8.3 Submission of Proposals. One origind and five (5) copies of the proposal must be received by
ISO-NE by 3:00 p.m. Eastern Standard Time on January 7, 2004. Bids should be submitted
to:

Mr. Donald Ryan

Manager, Market Contracts, Analysis & Training
SO New England Inc.

1 Sullivan Road

Holyoke, MA 01040

Proposals should be submitted in a sedled envelope clearly marked “1SO-NE Request for
Proposals.” Faxed or eectronically transmitted responses will be accepted prior to the
deadline, but these must be followed by the hard copies on the proposa due date. Submission
of an incomplete proposd after the above deadline may result in disqudification of the
proposd. In addition, proposas must contain the Signature of an officer or agent of the Bidder
duly authorized to execute such adocument. Proposas without such a signature will not be
considered.
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8.4

8.5

8.6

8.7

8.8

8.9

ISO-NE, a its sole discretion, may request additiona information to verify the information
contained in aproposal, or seek clarification of any itemin a proposd.

All inquiries regarding this solicitation should be directed to the Officid Contacts noted in
Section 8.2 above. All questions from Bidders shdl be submitted in writing viae-mall to the
Officid Contacts. Only written answers to these questions from the 1SO-NE Officia Contacts
are binding. Any addendum resulting from the questions will be emailed to Bidders. Itisthe
Bidder’ s respongbility to periodically check their email or otherwise monitor for the release of
additiond information concerning this RFP.

Once the RFP has been issued, the Officia Contacts noted above are the only persons to
contact concerning this RFP. Bidders shal not contact any other 1SO-NE employees
regarding issues pertaining to this RFP, except for issues pertaining to Sting or permit
requirements directed to the contacts listed in Section 8.2 above. Ingructions for participating
in this proposal process and information regarding this project will be provided only through
this RFP and any written addendum.

By acceptance of this RFP, each Bidder agrees not to release advertising or publicity matter
pertaining to this RFP and/or any proposals resulting therefrom or pertaining to the
performance of the services, without prior written approval of 1SO-NE.

A proposa may include proprietary data that the Bidder does not want disclosed to the public
or used by 1SO-NE for any purpose other than proposa evauation. Unless proprietary data
isidentified, ISO-NE cannot assume responsbility for the use of such data. Therefore,
proprietary data should be specificaly identified as such on every page where the same may be
contained, in which event it will be used by 1SO-NE or its designated representatives, including
saff and consultants, soldly for the purpose of evauating the proposd. In such cases,
reasonable care will be exercised so that the proprietary data, so identified, will not be
disclosed or used without the Bidder’ s permission except to the extent provided in any
resulting contract or the extent required by law. This restriction does not limit ISO-NE’ sright
to use or disclose any data contained in the proposd if it is obtainable from another source, or
was obtained from the bidder on a previous occasion without restriction.

All costs associated with developing or submitting a proposa in response to this RFP, or
providing ord or written clarification of its contents shal be borne by the Bidder.

The Bidder shdl not discriminate againgt any employee, goplicant for employment, independent
contractor or any other person because of race, color, religious creed, ancestry, nationa origin,
age, X, pregnancy, sexud orientation, marital satus, veteran status or handicap or disability,
or any other class protected by applicable law.

The Bidder shdl comply with dl state and federd laws prohibiting discrimination in hiring or
employment opportunities as well as with any applicable affirmetive action requirements, and
shal provide a certificate to such effect if selected as the consultant. In the event of the Bidder's
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noncompliance with this provision or with any such laws, the Agreement may be terminated or
suspended, as awhole or in part, and the Bidder may be declared temporarily indigible for
further 1ISO-NE contracts, and other sanctions may be imposed and remedies invoked.

If requested by 1SO-NE, the Bidder shdl furnish al necessary employment documents and
records to, and permit access to its books, records, and accounts by, |SO-NE for purposes of
investigation to ascertain compliance with the provisons of this Request for Proposd. If the
Bidder does not possess documents or records reflecting the information requested, it shall
furnish such information on reporting forms supplied by 1SO-NE.

9. EVALUATION PROCESS:

9.1

9.2

Evaduation: Each proposd should include the information detailed in Section 7 abovein
aufficient detail to permit accurate evauation of the proposa. Emphasis should be placed on
brevity, completeness, and clarity of content.

I SO-NE will select successful Bidders based on the generd objective of minimizing expected
total cogt for technically feasible projects. Resources not requiring environmenta permits will
be viewed favorably. Resources with full environmenta permits will be evauated more
favorably than those with emergency-only permits. In addition to price, the evauation process
will indude an andysis of:

o Location;

o Resource permitting and gting likelihood and timing;

o Expected in-service date;

O  Interconnection reguirements/transmission upgrades, as applicable;
0 Bidder'sfinancid viability;

o Exceptionsto the modd contract; and

a Any other factors deemed relevant by 1SO-NE.

I SO-NE may, inits sole discretion, decline to accept or evaluate any proposals received from
prospective bidders after the submission deadline.

Contract Negotiations: A standard contract has been provided in Appendix G as part of this
solicitation package for purposes of expediting the negotiation process. The Bidder is required
to identify any and al exceptions or proposed changes to the terms and conditions of this
contract, and propose dternative contract language for evauation as part of its proposal.
Failure of a Bidder to negotiate in good faith or to delay the process could result in termination
of negotiations and sdlection of an dternative Supplier.
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